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EXECUTIVE SUMMARY 


The City of Boston recently filed a package of legislative proposals with the 
Massachusetts Legislature. The goal of these proposals is to create jobs in areas of the 
State where they are needed most and for the people who need them most. 


Assuming the four proposed tax incentives contained in the package are enacted 
and each of them is utilized equally within a $50 million proposed cap, the entire 
legislative package has the potential to create on average: 


e over 26,000 new permanent jobs across the Commonwealth. 
e yield nearly $45 million in income and sales taxes to the state. 
e generate new earnings of nearly $725 million. 


The City’s package of nine bills is made up of four groups: 


e four bills that expand incentives by the addition of specific corporate 
tax credits in return for job creation. 

e a bill that establishes a tax credit voucher program that allows cities 
and towns to choose from among a variety of incentives. 

e a bill that provides a new 5% tax credit for donations of new state-of- 
the-art computers, software or instructional equipment to schools. 

e three bills that increase support and leverage and focus existing state 
economic development and community development funding. 


The City is proposing to cap the tax incentives granted and additional resources 
provided by the state at a total of $50 million. While the language of the legislation is 
broad enough to encompass as many areas of the state as possible, the intent of the 
legislation is to target areas of most need. The City, therefore, proposes that the areas 
selected for the new incentives meet the same criteria established for federal 
Empowerment Zones such as pervasive poverty, high unemployment and general 
economic and social distress. 


These proposals are not only good public policy but they make good economic 
sense. Nearly every one of the proposals more than pays for itself in a very short 
time. 


Each new job created as the result of the new $3,000 tax credit, for example, 
would repay the cost of the credit through personal income taxes on earned income 
within 18 months. Each new job created as a result of the sales tax exemption on 
goods and/or services purchased from designated businesses would repay the cost of 
the exemption within nine months. 


In 1993, the Massachusetts Economic Development Incentives Program 
(G.L.c.19). Chapter 19, as it is commonly called, included the following tax incentives 
for those doing business in economically distressed areas of the state designated as 
Economic Opportunity Areas (EOAs): 
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e a5% tax credit for tangible, depreciable investments. 

e a 10% tax deduction for costs associated with renovating abandoned 
buildings. 

e alocal municipal property tax incentive. 


As of March 24, 1997, Chapter 19 has been used to create 9,344 permanent full- 
time jobs, retain 22,743 additional jobs, and promote $1.34 billion in new private 
investment in Economic Opportunity Areas throughout the state. 


Despite these successes, the City of Boston is proposing to enhance and 
expand the state’s Economic Development Incentives Program in order to address the 
needs of businesses and residents in areas which traditionally have had more 
difficulty attracting and holding businesses and jobs. 


The legislative tax package provides additional incentives under the Economic 
Development Incentive Program created by Chapter 19, including: 


e a$3,000 corporate tax credit for each new job created by a “certified project” in an 
Economic Opportunity Area. 

e a1% corporate tax credit for every million dollar increase in business for goods and 
services that any Massachusetts firm purchases from a “certified project” firm in one 
of these areas. 

e exemption from sales taxes on construction materials and equipment during the 
initial buildout and start-up of a “certified project” - either a new business or 
expansion of an existing business - that will create new jobs in these areas. 


The package also proposes to create a tax credit voucher system that would 
allow cities and towns of the Commonwealth to choose from the menu of tax incentives 
available to them. 


One of the boldest proposals calls for the elimination of sales taxes on retail 
goods sold in Economic Opportunity Areas. While its goal is to attract the kind of big- 
ticket retail businesses currently lacking in these areas, as with the other proposals, its 
primary purpose is to create jobs in areas where they are most needed in the 
Commonwealth. 


Recognizing the need to prepare our young people for the jobs of the future, the 
City is proposing a new 5% tax credit for donations of new state-of-the-art computers, 
software or instructional equipment to schools in EOAs. The firm donating the 
computers or equipment, however, must agree to work with the schools in training staff 
in the use of the computers or equipment. 


Finally, the package contains a series of proposals to leverage and focus state 
economic development and community development funding in existing federal 
Empowerment Zones and Enterprise Communities (See Appendix B for description of 
Boston’s Enhanced Enterprise Community) and state Economic Opportunity Areas. 
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INTRODUCTION 


The City of Boston recently filed a package of legislative proposals with the 
Massachusetts Legislature designed to enhance and expand the state’s existing 
Economic Development Incentives Program (G.L.c.19 also known as Chapter 19) which 
promotes business and job growth in state designated Economic Opportunity Areas 
(EOAs). 


The array of incentives in this legislative package is targeted to the 
creation of jobs and economic opportunities in areas of the state where they are 
needed most for people who need them most. 


Goals 
The three goals of the legislative package are to: 


e leverage and focus federal, state, and local economic development 
resources in EOAs. 

e expand and attract businesses into those areas. 

e create jobs and encourage the hiring of residents from EOAs for these jobs. 


Massachusetts’ Current Economic Development Law 


The use of tax incentives by government to promote economic development is 
not a new idea, although it has become increasingly popular in recent years and is 
becoming more and more popular at the state and local level. 


In 1993, the Commonwealth of Massachusetts enacted G.L.c.19, the 
Massachusetts Economic Development Incentives Program. Chapter 19, as it is 
commonly called, was designed to stimulate job creation in economically distressed 
areas, attract new businesses, encourage existing businesses to expand, and promote 
improved economic development planning in cities and towns working in partnership 
with the state. Chapter 19 also created an Economic Assistance Coordinating Council 
responsible for designating Economic Target Areas (ETAs), Economic Opportunity 
Areas (EOAs), and Certified Projects, the three steps involved in the Chapter 19 
process. 


The initial benefits that would be derived by businesses under chapter 19 
included: 


e a5% tax credit for tangible, depreciable investments. 

e a10% tax deduction for costs associated with renovating abandoned 
buildings. 

e alocal municipal tax incentive. 
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To date, the impact of the Massachusetts Economic Development Incentive 
program has been significant. As of March 24, 1997, according to the Massachusetts 
Department of Economic Development, Chapter 19 has been used to create 9,344 
permanent full-time jobs, retain 22,743 additional jobs, and promote $1.34 billion in new 
private investment in Economic Opportunity Areas throughout the state. 


We believe that it is time to re-examine the benefits of Chapter 19 and to put in 
place new incentives that are more directly targeted to areas of high unemployment, 
pervasive poverty, and general economic and social distress 
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BOSTON’S NEW ECONOMIC DEVELOPMENT TAX PACKAGE 


Rationale 


The City of Boston’s legislative package of incentives is designed to enhance 
Chapter 19 by creating additional, specific tax credit incentives, by creating a voucher 
incentive program that enables cities and towns to choose from among a variety of 
incentives, and by investing additional resources and leveraging other state resources in 
order to further promote economic development in existing federal Empowerment Zones 
or Enterprise Communities and state Economic Opportunity Areas. The legislation 
targets the areas in which the state and its cities and towns have the most difficulty 
attracting and retaining businesses and jobs. 


Once again, all of these steps are being taken with an eye toward creating 
additional new jobs in areas of the state that can benefit most from them and for 
residents who most need them. 


The City of Boston is proposing that the combination of incentives granted by the 
State and additional resources supplied by the state be capped at $50 million. The City 
is also proposing that the areas selected for the new incentives meet the same criteria 
established for federal Empowerment Zones such as pervasive poverty, high 
unemployment and general economic and social distress. 


Contents of the Legislative Package 
The package of nine bills is made up of four groups: 


e four bills that expand incentives by the addition of specific corporate tax 
credits in return for job creation. 

e a bill that establishes a tax credit voucher program that allows cities and 
towns to choose from among a variety of incentives. 

e a bill that provides a new 5% tax credit for donations of new state-of-the-art 
computers, software or instructional equipment to schools. 

e three bills that increase support and leverage and focus existing state 
economic development and community development funding. 


The table below provides a listing of the nine bills in the legislative package, the 
number and committee assigned and a brief description of each. 


Short Title Bill No./ Committee 


1. $3,000 new job HB2592/Taxation 
tax credit. 


Description 


A new $3,000 corporate tax credit (maximum of 20% of the 
first $15,000 in wages) for each new job created by a 
“certified project” in an EOA in which an EOA resident is 
employed. This credit is similar to the federal EOA benefit. 
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(Legislation table continued.) 


Short Title Bill No./ Committee 


2. 1% tax credit for | HB2594/Taxation 
new business with 
EOA company. 


Description 


A new 1% corporate tax credit given to a corporation for 
every million dollar increase in business for goods and 
services that any Massachusetts firm purchases from a 
“certified project” firm in the EOA, if new jobs are created 
(up to a maximum of $50,000 credit annually, for a period 
of 10 years.) 
Exemption from sales taxes on construction materials and 
equipment during the initial buildout and start-up of a 
“certified project” - either a new business or expansion of 
an existing business - that will create new jobs in the EOA. 
Sales tax free areas located within EOAs that are free of 
sales taxes to consumers in designated retail stores. This 
legislation is designed especially to attract retailers of “big 
ticket items” such as autos and appliances. This exemption 
is granted only to “certified projects” as defined by state 
law where a substantial number of new jobs is created, and 
only if at least 75% of employees of retail entities are EOA 
residents as determined during the certification process. 
This legislation represents a creative alternative to a menu 
of tax incentives found in existing laws. Under this 
legislation, the State establishes a pool of tax credits (e.¢., 
$50 million) to be distributed to cities and towns. The State 
then distributes state tax credit vouchers to cities and towns 
for use as an economic development incentive. Vouchers 
are distributed to “certified projects” based upon specific 
criteria determined by the local community. The value of 
the voucher pool for a community will be determined using 
the same proportions used to distribute local aid. A 
reasonable minimum threshold of incentive amounts should 
be established for small communities. 
A new 5% tax credit for donations of new state-of-the-art 
computers, software or instructional equipment to schools 
in EOAs. The firm donating the computers or equipment 
must agree to work with the schools in training staff in the 
use of the computers or equipment. 
Amend the state’s current enterprise zone law and other tax 
laws to provide matching grants, seed money for new group 
purchasing organizations, and set-asides or priority in 
existing state economic and community development 
funding to existing federal Empowerment Zones or 
Enterprise Communities. 
Amend CH23A as reflected in CH19 to permit 121A 
designation to qualify as an acceptable municipal tax 
incentive in a certified project in an EOA. 
Reimbursement of 50% of property taxes to communities 
for taxes abated or reduced for “certified projects” in an 
EOA whether abatements or reductions are through Ch. 
121A or state abatement programs. 


3. Exempt sales tax | HB2595/Taxation 
on construction 
materials in an EOA 


4. Sales tax free HB2590/Taxation 


Zones 


5. Tax credit HB2591/Taxation 


voucher incentive. 


6. Tax credit for HB2603/Taxation 
donations of new 


computers 


7. Enhanced EOA HB2596/Taxation 


legislation. 


8. Include 121A as_ | HB2593/Taxation 
a qualified incentive 
under CH19. 
9. Reimburse 
property taxes 

abated in EOAs. 


HB2430/Commerce 
and Labor 
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POTENTIAL FOR JOB CREATION 


As mentioned previously, Chapter 19 has produced impressive results since it was 


enacted in 1993. But it has become apparent that additional encouragementis needed to 
attract businesses to locate or expand in some areas of the state and to promote the hiring 
of residents of those areas. 


Adoption of the proposals contained in this legislative package has the 
potential to create about 26,000 new jobs, on average, in areas that have been most 


difficult to attract and retain businesses, with these jobs going to people most in 
need. 


It is expected that the $50 million dollar cap on tax incentives would be expended 


on a single incentive of the four proposed. A more balanced assumption, for analysis 


purposes, would be that the tax incentives were distributed equally among the four 
proposals - i.e., one-fourth each of the $50 million total. This distribution, as shown in 
Figure 1, results in a total of 26,065 jobs new jobs created in the following areas: Services 


- 8,750 jobs; Retail - 8,713 jobs; Construction - 4,436 jobs; and General - 4,167 jobs. 


(This last category is labeled General because it is associated with the $3,000 job credit 


which could result in jobs in any classification.) 


(Supporting analysis is found in Appendix A.) 


Figure 1 


Balanced Job Gains 


from Tax Incentive Program 


Construction (4,436) 


General (4,167) oa 


Services (8,750) Retail (8,713) 
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DESCRIPTION OF THE INDIVIDUAL BILLS 
Category One - Creation of Additional Tax Credits 


1. AN ACT AMENDING CHAPTER 19 TO ALLOW AN ADDITIONAL TAX CREDIT 
FOR EACH NEW PERMANENT FULL-TIME JOB THAT GOES TO RESIDENTS OF 
AN ECONOMIC OPPORTUNITY AREA. (HB2592) 


Description: 


This legislation amends G.L.c.63, Section 38N to include a new $3,000 corporate 
tax credit (maximum of 20% of the first $15,000 in wages) for each new job 
created by a “certified project” in an Economic Opportunity Area (EOA) in which 
an Economic Opportunity Area resident is employed. There is a three carry 
forward provision. (This credit is similar to the federal Empowerment Zone 
benefit.) 


Discussion: 


Federal empowerment zone legislation currently authorizes a $3,000 federal tax 
credit for new jobs for empowerment zone residents. This bill seeks to follow that 
proven model at the state level. 


Right now the existing state and local tax relief described above go to projects 
which create jobs in Economic Opportunity Areas. HB2592 enhances G.L.c.19 by 
directing economic development not only to the places that need it most but to the 
people who need it most. It is aimed at helping to solve the biggest dilemma that we 
face - finding ways to encourage employers to hire unemployed and discouraged 
workers and give them the chance at jobs they can build on. 


2. AN ACT AMENDING THE ECONOMIC DEVELOPMENT INCENTIVE PROGRAM 
BY GRANTING A CORPORATE TAX CREDIT TO COMPANIES WHICH INCREASE 
THEIR PURCHASE OF GOODS AND/OR SERVICES FROM BUSINESSES THAT 
ARE CERTIFIED PROJECTS IN EMPOWERMENT ZONES OR ECONOMIC 
OPPORTUNITY AREAS. (HB2594) 


Description: 


This legislation amends G.L.c.63 to include a 1% corporate tax credit given to a 
corporation for every million dollars increase in business for goods and services 
that any Massachusetts firm purchases from a “certified project” firm in the EOA, 
if new jobs are created (up to a maximum of $50,000 credit annually, for a period 
of 10 years.) There is a three year carry forward provision. 
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Discussion: 


Chapter 19 is aimed at getting businesses to locate in or stay in an Economic 
Opportunity Area. The incentives go directly to those firms. But HB2594 is a way to get 
firms outside of the EOA to benefit from doing business with companies inside the EOA. 
It's also a way to ensure that EOA companies have steady business. 


Many of the state’s larger businesses with substantial buying power are outside 
of an EOA. There is no existing incentive for them to do business with a company within 
the EOA or even in the state. HB2594 will encourage these companies to seek out the 
EOA businesses to take advantage of a 1% tax credit for every $1 million in new 
business they do with the EOA firm. 


This is a bill that completes the circle. It recognizes the fact that it doesn’t do 
much good to subsidize companies doing business in Economic Opportunity Areas if 
they don’t have any business to do. This bill would make it worth the while of the larger 
established companies outside EOAs to do business with those inside those areas. And 
since many of the EOA companies are small firms, it gives them a chance to make 
connections, get on their feet, and grow. 


3. AN ACT AMENDING THE ECONOMIC DEVELOPMENT INCENTIVE PROGRAM - 
SALES TAX EXEMPTION ON CONSTRUCTION MATERIALS IN AN ECONOMIC 
OPPORTUNITY AREA. 


Description: 


This legislation amends G.L.c.64H, Section 6 to include exemption from sales 
taxes on construction materials and equipment during the initial buildout and 
Start-up of a “certified project” - either a new business or expansion of an existing 
business - that will create new jobs in the Economic Opportunity Area. 


Discussion: 


The exemption from sales taxes on construction materials used to expand a 
business’ current premises or to build a new site offers businesses an “up-front” 
incentive to remain or locate in an EOA. In contrast to most other tax incentives, which 
come after the business has invested in R & D or rehabbed a building under current law 
or hired new personnel under Boston’s new proposals, sales tax relief on construction 
materials is available at the same time the firm is expending its funds. This immediacy 
enables firms to realize a 5% savings at a time when funds may be tightest, particularly 
for small businesses and start-up companies. 


4. AN ACT AMENDING THE ECONOMIC DEVELOPMENT INCENTIVE PROGRAM - 
EXEMPTION FROM SALES TAXES IN AN EMPOWERMENT ZONE. 


Description: 


This legislation amends G.L.c.64H, Section 1 of to include establishment of 
portions of EOAs that are free of sales taxes to consumers in all retail stores. 
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This legislation is designed especially to attract retailers of “big ticket items” such 
as autos and appliances. This exemption is granted only to “certified projects” as 
defined by state law where new jobs are created, and only if at least 75% of 
employees of retail entities are EOA residents as determined during the 
certification process. 


Discussion: 


According to Professor Michael Porter's “Initiative for a Competitive Inner City,” 
buying power so far exceeds retail sales in Boston’s inner city that it results in a $2 
billion dollar trade deficit in consumer spending there. This proposal is designed to meet 
the needs of that underserved consumer base, attract new retail business and create 
jobs for residents in those kinds of areas, and right now it can be achieved without 
negatively impacting existing businesses in surrounding areas. 


Currently, Massachusetts is experiencing a period of significant increased 
economic activity. Therefore, increased sales and employment in one area can be 
achieved without decreasing economic activity in another - as long as it is the result of 
economic growth. 


Between October 1995 and October 1996, retail sales across the state grew by 
9.9% and in the Boston Metro Area 12.4%. By directing only a portion of this growth to 
an EOA, the state can balance the location of retail businesses and the jobs they 
generate without taking existing business or jobs away from current locations. 


Consider the example of consumer electronics stores (SIC 573: Radio, 
television, computer, and music stores). The city of Boston’s 66 stores with 656 
employees sold 21% of the Metro area’s $453 million of goods within this specialty 
(1992 Census of Retail Trade). If the double-digit growth of sales receipts induces just a 
5% increase in metropolitan area sales force employment, then 151 new jobs will be 
created within the Boston Metropolitan Area in stores of this type. Half of this job growth 
represents about seven stores with 75 employees. 


Category Two - Creation of a Tax Incentive Voucher Program 


5. AN ACT TO ESTABLISH A TAX CREDIT VOUCHER INCENTIVE PROGRAM FOR 
CITIES AND TOWNS THROUGHOUT THE STATE TO PROMOTE THE CREATION 
OF NEW JOBS. (HB2591) 


Description: 


This legislation represents a creative alternative to a menu of tax incentives 
found in existing laws. Under this legislation, the State establishes a pool of tax 
credits (Suggested initial limit $50 million) to be distributed to cities and towns. 
The State then distributes state tax credit vouchers to cities and towns for use as 
an economic development incentive. Vouchers are distributed to “certified 
projects” based upon specific criteria determined by the local community. The 
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value of the voucher pool for a community will be determined using the same 
proportions used to distribute local aid. 


Discussion: 


HB2591 is actually a bill which can stand in place of the entire package of 
incentives that the City of Boston has filed - including the three discussed above. 
HB2591 is a creative way to give local officials a very valuable tool in retaining and 
attracting jobs in their communities. Since it is generally recognized that local officials 
are the best judges of what businesses contribute most and contribute best to their 
municipalities, this bill enables them to provide tax credits to companies that will best 
meet the community’s local objectives. 


Rather than having a smorgasbord of tax credit incentives such as those existing 
in Chapter 19 or like the four described above in HB2590, HB2592, HB2594, HB2595, 
HB2591 simplifies the process by providing communities a voucher to be used as they 
see fit. The value of the vouchers would not exceed $50 million statewide (our 
proposed cap) and the voucher amounts would be given to cities and towns in the same 
proportion as they receive in local aid. 


Vouchers would be distributed to communities only upon application to the State 
and on a first come - first served basis. The City is also recommending that vouchers 
be limited to a menu of incentives (such as those proposed in the city’s package) from 
which local officials could choose. This is necessary to provide both a flexible process 
for companies and communities to use to meet specific needs, but also a control 
mechanism for the state. (while the City has not proposed the menu - other than the 
legislation in our Economic Opportunity Area package, it would be glad to work with the 
legislative committee in determining which incentives might best serve the needs of the 
state and the local cities and towns.) 


Just as the long standing principle of local aid makes sense by returning tax 
money to cities and towns and allowing them to spend it the way they see fit, the City 
believes it also makes sense for cities and towns to grant tax credits as they see fit. 


Category Three - Credit for Computer Donations 


6. AN ACT AMENDING Chapter 63 - TO PROVIDE A TAX CREDIT FOR 
DONATIONS OF NEW COMPUTER EQUIPMENT AND SOFTWARE TO SCHOOLS. 


Description: 


This legislation amends G.L.c.63 to include a 5% tax credit for donations of new 
state-of-the-art computers, software or instructional equipment to schools in 
Economic Opportunity Areas. The firm donating the computers or equipment 
must agree to work with the schools in training staff in the use of the computers 
or equipment. 
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Discussion: 


This goal of this bill is to improve access to information technology for public 
school students in Economic Opportunity Areas throughout the state. But while it 
focuses on education, its main concern is economic. In helping to enable public school 
student to learn what has become a necessary basic skill - how to use a computer - this 
bill helps to guarantee students a chance at a job that pays a livable wage, either right 
out of high school or after going on to higher education. 


In Boston, Mayor Menino has established probably the most ambitious school- 
based information technology goal for of any city in the country. By the year 2001, the 
City of Boston has committed that there will be one computer for every four students in 
Boston Public Schools, one computer for every teacher, and all 125 schools will have 
access to the Internet. This bill not only offers an incentive for the private sector to help 
Boston meet its goal, but for businesses across the state to assist schools systems in 
Economic Opportunity Areas throughout the state improve their ability to make computer 
technology accessible and available to their students. 


Category Four - Enhancements to Chapter 19 


7. AN ACT TO ENHANCE IMPLEMENTATION OF THE ECONOMIC DEVELOPMENT 
INCENTIVE PROGRAM. 


Description: 


This legislation amends G.L.c.23 by providing new matching grants, seed money 
for new group purchasing organizations, and set-asides or priority in existing 
state economic and community development funding to existing federal 
empowerment zones or enterprise communities. Specifically this anendment 
seeks the following: : 

e $3 million each of matching funds for federally designated Empowerment 
Zones, Enhanced Enterprise Communities, or Enterprise Communities 
across the state (a total of $12 million.) Eligible activities include any 
currently eligible under federally authorized empowerment zones or 
enterprise communities. 

e Seed money for a new or existing organization in the EOA that will 
specifically do group purchasing for materials, supplies, technology, 
telecommunications, and insurance (including health and workers 
compensation) for EOA firms. (5 grants at $100,000 each in the state.) 

e Set-aside for or priority to economic development projects undertaken in 
federally designated Empowerment Zones, Enhanced Enterprise 
Communities or Enterprise Communities of state economic development 
funding, including but not limited to CDBG, CDFA, MDFA, MDA and ISP 
Economic Stabilization Trust. 

e Set-aside for or priority to education, training, and community development 
projects undertaken in federally designated Empowerment Zones, Enhanced 
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Enterprise Communities or Enterprise Communities or EOAs of state 
education, training, and community development funding, including but not 
limited to (1) providing priority in allocation of federal and state School-to- 
Work funding for projects which link high schools and community colleges 
directly to jobs in the Empowerment Zone through existing federal and state 
School-To-Work funding; (2) by providing $1 million annual state funding to 
Community Colleges and other qualified community based organizations to 
offer training specifically designed for employers in “certified projects” in the 
Empowerment Zone, and (3) funding under CDBG, Department of Education, 
and Department of Employment and Training, and Department of 
Transitional Assistance. 


Discussion: 


This piece of the legislative package groups together a number of initiatives 
designed to supplement and enhance existing federally designated Empowerment 
Zones, Enhanced Enterprise Communities, and Enterprise Communities and to increase 
the impact of these projects and programs by leveraging these federal resources with 
additional state funding which has the same economic development and community 
development goals. 


Under the federal government’s Empowerment Zone legislation, Boston has 
been designated as an Enhanced Enterprise Community, while Lowell and Springfield 
have been named as Enterprise Communities. Common to both designations is a $3 
million dollar grant to be used for human services such as job training and placement. 
Boston has used its grant to provide over $600,000 in training vouchers to over 500 
eligible Zone residents for training in ESL, job readiness, GED, and computers and 
health care. This legislation requests a new appropriation of $3 million per community to 
be used to match and expand the human service programs. Three million of the $12 
million is left unmatched to accommodate a future federal designation in the state. 


This legislation also requests $500,000 (5 grants at $100,000 each) to be used 
as seed money for creating a new organization (or supporting an existing agency to take 
on the new task) which will do group purchasing for small companies in the federal or 
State designated zones. Small businesses located in these zones have little buying 
power and are forced to pay top dollar for their supplies and other services. By banding 
together in group purchasing cooperatives, they will be able to consolidate their buying 
power and buy a variety of goods and services including new technology and health and 
workers’ compensation insurance at lower prices, thereby lowering their overhead and 
increasing their profits and staying power. With the deregulation of the electric industry, 
the group purchasing of electricity could result in substantial savings, especially for small 
manufacturing firms. The funding is requested only for start-up; it is expected that the 
purchasing cooperative will become self-sufficient. 


Finally, this legislation proposes that priority or set-asides be given to projects in 
federal or state zones among the variety of state economic development and community 
development funding mechanisms or laws. The intent is to focus the resources of 
government in these hard-to-reach areas to better spur economic and community 
development there. Specific set-asides or priorities are requested for School-To-Work 
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funds linking high schools and community colleges with employers in these zones. One 
million dollars annually is requested specifically for community colleges or local 
community based organizations to provide training to specifically meet the needs of 
employers in the zones. Both of these initiatives are designed to provide the specific 
training employers require for their businesses, benefiting both the employers and the 
employees. 


8. AN ACT AMENDING THE ECONOMIC DEVELOPMENT INCENTIVE PROGRAM 
TO ALLOW CHAPTER 121A DESIGNATED PROJECTS TO QUALIFY FOR 
INCENTIVES. 


Description: 


This bill amends G.L.c.23A by enabling Chapter 121A designation to qualify as 
an acceptable tax incentive for the municipal tax incentive requirements in a 
certified project in an Economic Opportunity Area as defined by Chapter 19. 
Currently, Chapter 19 allows municipalities to grant tax abatements or Tax 
Increment Financing (another form of abatement) to certified projects in 
Economic Opportunity Areas to trigger State tax credit benefits. 


Discussion: 


Boston has long standing and successful use of the 121A abatement process, 
which is similar to the abatement processes allowed under Chapter 19. Passage of this 
bill will allow Boston to use its 121A powers to more fully complement Chapter 19’s 
economic development initiatives. This technical change results in no new costs to the 
State. 


9. AN ACT AMENDING THE ECONOMIC DEVELOPMENT INCENTIVE PROGRAM - 
REIMBURSEMENT OF A PORTION OF PROPERTY TAXES ABATED. 


Description: 


This legislation amends G.L.c.23A, Section 3E of to include reimbursement of 
50% of property taxes to communities for taxes abated or reduced for “certified 
projects” in an Empowerment Zone whether abatements or reductions are 
through Chapter 121A or state Economic Opportunity Area abatement programs. 


Discussion: 


This legislation is designed to remedy an inequity that currently exists in the 
dollar value between tax incentives to promote economic development granted by the 
cities and towns and those granted by the state. 


Currently, under Chapter 19, cities and towns - not the state - are providing the 
lion’s share of the tax incentives promoting economic development. HB2430 seeks to 
strike a better balance. 
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Right now, the state grants a 5% tax credit for the portion of the new investment 
devoted to building and equipment improvements and an additional 10% deduction for 
any costs associated with renovating an abandoned building. But the cities and towns 
where these businesses are located often do more by giving up a portion of the property 
taxes that the new investment would have brought into their treasuries. 
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POTENTIAL IMPACT ON STATE TREASURY 
AND PAYBACK PERIODS 


These legislative proposals are not only good public policy but they make good 
economic sense. Nearly every one of the proposals more than pays for itself in a 
very short time. 


As shown in Figure 2, there is a enormous return on the investment made by 
providing the tax credits. If all $50 million in credits were to be used in a balanced way 
as described earlier, the payback would result in $44.7 million in tax revenues from the 
$724.5 million in new earnings from the new jobs created - $36.4 million coming from 
personal income taxes and $8.3 million from sales taxes on new spending associated 
with the salaries. Much of this tax revenue would recur annually while the tax credits 
would be given only once, resulting in a continuing gain for the Commonwealth, as in the 
case of the $3,000 job credit. 


Figure 2 | 
ECONOMIC AND FISCAL BENEFITS 
Balanced $50 Mil, Program 
INVESTMENT RETURNS 
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Each new job created as the result of the new $3,000 tax credit, for example, 
would repay its cost of the credit within 18’? months through personal income taxes on 
earned income and sales taxes on the spending of that income. Each job created as a 
result of the sales tax exemption on goods and/or services purchased from designated 
businesses would repay the cost of the exemption within nine months. 


The following are estimates of the potential cost and payback periods for each of 
the nine proposals contained in the legislative package: 


1. $3,000 tax credit for job creation 


HB2592 provides a tax credit of up to $3,000 (or 20% of annual pay for jobs paying 
less than $15,000) to a “certified project” within an EOA for each permanent full time job 
created for an EOA resident. As each new permanent full-time job is created for 
residents of an economic opportunity area, the state immediately begins to earn a return 
On its investment (see below). 


According to the U.S. Department of Commerce, Bureau of Census, the average 
Massachusetts job paid $29,057 in 1994. Since then, wages have generally kept up with 
or exceeded inflation, which was 9.25% (Jan. 1994 - Jan. 1997, Boston Metro CPI), so 
that wages now average an estimated $31,745 in 1997. With an effective state tax rate of 
9.02%, that job would yield $1,594 in Massachusetts income tax. According to the 
Consumer Expenditure Survey of the Boston area conducted by the US Bureau of Labor 
Statistics, approximately 23% of Boston area households’ gross pay is expended on items 
subject to the 5% state sales tax. Therefore, each job would produce $365 in sales tax for 
a total tax yield to the state of $1,959 for each job. Over the five-year recapture period, 
each job would produce $7,968. 


Average salary in Massachusetts $31,745 
Tax credit $3,000 
Personal income taxes paid on new salary $ 1,594 
Sales tax revenue generated by new salary DmISOD 
Total paid back to State in one year $ 1,959 


If this action increases total employment within the state by encouraging 
businesses to provide training and experience to members of the labor force who are 
residents of an EOA and who otherwise would not have the opportunity to attain the skills 
needed to participate fully in the economy, then an additional fiscal benefit would take 
place resulting in the program benefits exceeding its costs. Even if total state employment 
were not increased by the skills-improving aspect of this program, the state would benefit 
from the private provision of training and experience to workers who might otherwise need 
state support. 


At this rate, each job would repay the state’s $3,000 tax credit within eighteen and 
one half months. Although $50 million of tax credits applied entirely to this program would 
produce 16,667 jobs, only 5,105 net new average jobs would be needed for the entire total 
of $50 million in tax credits to be repaid within five years. 


wi i 


slqmis nay tat Jibei MBP OOM ER wer sett ty — 
iG ANKE! amon len leteR ipa se uncemet rite towns wit Se 0 
‘fae Delde > Cal Nuss SAUCE he: coibesga MelhAo eonnt eolom ts 
DANSNpAe0 mor! Lessrul 2egiviiee ole 2bedn 16 holla mrete npr il 
ecaront arin PONEAWY yer gen ine: aie? WS POO ait $7 DAU 


—— 
‘ 


e 
a 


Yo foe vot anomie Acme et) De hada sole, iN veining Se Qehwila 
“argekoe cate ont on weras ines & mu 


eens meme 


orden eco) 10? YOR ane W aOS 1P}OSR,C2 at aula Holy RA dabworg 
Je) ain et iene feed it AO? ne nines Tenitng beta" & O oo 
p 1c? “eg gerd ay doi ain af iY isePiaaT TH * Wet} rice aA Ineviaes AOS Ta . 

ter ¢ C849 C1 aniged vletesrimnl stedw oat as Winuhorge dimonese fi 

_ dwelled 94) } 


omey s ot? aupnad to uae, aoverime te sresenetacseat) 2. ort of ont 

fw ots seo! ikeiorisig aved ga ideo Aer A 0, B82 bh aC; OLe 
oz (MD ote nleos Ta2> el Beet riekgweGR.@ gan dori OLSEN 

1° @ist yst ahelé eviteete man ye VaR? hid) Tee Lawerdee oe sQe avis WR 
ont otgriicash xsl eaoorieteeprimegall i) he, 1% olen Givow deem 

ode.) 1o wee SUbedt ye belsubrice pore Nokes ell To — US quaireenG 3 

arnetl 1c bebascod +) ving Cac abloriesued dane noleeS ty a0CS wigiant 
oo) xet 2nlee hi ASF wouberd Dio oof tone ster? et eelae wnt vt 
bene SU ReT es Ove. OA IeVD 0! rope 167 BER, C4 to ag 'e HU Org 

| | BS SUVRONg i oN 


fy 4 eviosurimseah rH yatee eyetevA 
WOoee | finans xT 
er ue Yislse wan 10 Died eye Gino greew4 
an 3 \isise war yo tonearm guneve) Mal oles 
ROE Ldn Wis ete i aie dita iq mid 


Bk Senge dalisie-ortt 1 tthe 4 De igtotagoes on egos 

Svs. orlinecrtal Vadial Ochs aracinieerh OF ponte Sees bow griniisu ebieayy at & 
cliteen) Gig: ah ticuinqess att euntl fon clueweemnenic cry he AGE ne F 
GASTBiaow Tey tarde’ enc’ ibbr re sere pereniaee welt ed yihts sseuioinea 

tren volgmis ones (Or Hows? 2te09 si cine ene aiionad munpon act rl gritg 
iioted Munw Wiel Ot, Fess AY BOE TS: hy: sg ahy wetiont-eliie ac) yd bersciont 
bes sanietiod aan Cie eis) low OP Sorahegxe ota pminien to qolsiveng steviG 
poe 


| 
tis vstinas cig tive ste SMa OOO. BR eeacis arttyecen tivo doy tose Fis cuit Th 
Tien ine gd at eiletine Deir! cst te CORNER tick, etteuscer tg 
Wwidtentine 6) .c) bettie: od NON Baia eve wet MA BOT B tino eck 150.01 eae 

TOON GMT ckettwy these S40) cline net ob nother Gl 


18 


2. Sales tax exemption on goods and/or services purchased from designated 
businesses. 


More sales by businesses in an EOA means more jobs. In the services sector, 
Massachusetts businesses provide 14.0 jobs for each million dollars in business receipts 
and 9.85 jobs for each million dollars in retail receipts (1992 Census of Services and 
Census of Retail Trade, Massachusetts, US Dept. of Commerce, Bureau of Census). 
Each $1,000 of tax credit would therefore produce 1.4 jobs in the services sector, or 1.0 
job in the retail sector. This is a modest cost for strengthening the economy within an 
EOA and increasing local employment. These jobs pay an average of $27,133 in the 
services sector and $15,164 in retail, so that $1,000 of tax credit would lead to $37,986 
(1.4 jobs) or $15,164 (1.0 jobs) of earned income in services or retail sectors, 
respectively, and $1,907 or $761 of annual Massachusetts personal income tax 
collections (see below). 


Average salary - Retail sector job $15,164 
Average salary - Service sector job Svar (eis 
Mass. personal income taxes paid in 
one year- 
1.0 retail sector job Danco 
1.0 services sector job Says62 
1.4 services sector job $ 1,907 


With an equal mix of retail and service purchases by businesses receiving tax 
credits, the cost of the credits would be repaid within eight months by the income tax 
payments of new workers alone. The additional sales tax revenues also generated by 
the spending of these new workers would shorten the payback period to about 6 
months. 


3. Sales tax exemption on construction materials. 


Materials represent about 40% of total construction costs for new construction 
projects monitored by the US Dept. of Labor, Bureau of Labor Statistics (Robert Ball, 
Monthly Labor Review, Dec. 1981 and subsequent articles). Exempting this 40% of 
costs from the 5% sales tax would represent a tax expenditure equal to 2% of total 
costs. This would provide a significant incentive to renovate abandoned buildings when 
added to or in place of the value of the 10% deduction now on the books. (This 10% 
deduction, when applied to the 9.5% Massachusetts corporate tax, is equivalent to a 1% 
tax credit.) Renovation projects, on the other hand, will generally involve more labor 
and less materials, so that costs will be lower, and payoffs greater than illustrated here. 


The proposed sales tax exemption would be “up front” money that would be 
especially valuable to small or new developers. This incentive would also contribute to 
the feasibility of such renovation projects by reducing the present financing 
requirements of the project as a tax credit in the future cannot. 


This tax exemption can also help create jobs. Every $2,818 of sales taxes 
foregone would stimulate $140,886 of abandoned building renovation, and this in turn 
would produce one typical construction industry job paying $35,222 throughout the year 
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(County Business Patterns, Massachusetts 1994, US Dept. of Commerce) and paying 
$1,768 in state income taxes. This private investment in abandoned building renovation 
would also restore between 1,000 and 2,000 square feet of quality commercial space to 
productive use, accommodating between 2 and 10 permanent jobs. 


Average salary - Construction job Dooe22 
Average salary - Typical Mass. job $31,745 
Mass. personal income taxes paid in 
one year- 
Construction job Sail768 
Typical Mass. job $ 1,594 


After the construction worker income taxes are netted out from the cost of this 
tax credit, income taxes from just one net new permanent job in each company would 
pay for the remaining tax credit cost in about eight months. As above, the additional 
sales tax revenues also generated by the spending of these new workers would shorten 
the payback period to just 6.4 months. 


4. Sales tax exemption on retail goods purchased in designated areas. 


The states gains from increased economic activity most directly from increased 
income tax revenue and sales tax revenue. But it gains far more from the former than 
the latter. While the idea of forgoing sales tax revenue to increase the gains that come 
to the state from economic development might seem counter intuitive, if it can promote 
economic activity that might otherwise not take place, it can be argued that receiving 
80% of something is better than 100% of nothing. 


The retail area is one example. Every million dollars worth of retail sales, which 
generates $50,000 in sales tax revenue also generates approximately 10 retail jobs. 
The average payroll for these jobs in Boston is estimated at $15,164 (average, all jobs, 
full time and part time.) (1992 Census of Retail Trade, adjusted to 1997 level with the 
Boston area CPI.) The average annual Massachusetts income taxes on these earnings 
is estimated at $761 and the sales tax generated an additional $174 for a total of $935 
from each worker. 


Thus, every million in goods sold in these tax free zones generates $9,350 in 
new state income tax revenues. While this might seem to be a net loss to the state of 
$40,650, it can be argued that the money saved by the state by not having to provide 
unemployment benefits, welfare or job training to these 10 individuals makes the 
program at best cost effective and at worst cost neutral. 


5. Establishing a tax incentive voucher program for cities and towns. 


As far as the proposed $50 million cap is concerned, this represents about one 
360" of the total state budget proposed recently, or about one average day’s spending 
in that budget. $50 million also represents only about 1/3 of 1 percent of the state’s total 
tax revenue. 
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Based upon an average salary of $31,745 in Massachusetts (1997 estimate), the 
creation of 5,105 new jobs at the state’s average salary would completely repay the $50 
million in credits within five years. 


6. Providing a tax credit for donations of new computer equipment and software 
to schools. 


Everyone agrees that an understanding of and ability to use technology must be 
part of every student's education today. The government understands that every 
investment in education technology returns a dividend. The recently passed National 
Technology Bill is an example of the federal government’s willingness to invest. 
Massachusetts’ $30 million School Technology Bill is an example at the state level. 


This bill is an attempt to encourage an investment by the private sector, which 
itself has much to gain from a computer literate workforce. In the process, the state and 
local government realize a financial dividend as well. 


With new computers costing an average of $2,500, a company donating 10 such 
units under this legislation stands to gain $1,250. This same amount would also be 
subtracted in corporate tax revenue to the state. But that loss of revenue to the state 
would be more than offset by the value of the donation, since approximately half of 
every local school budget is funded by the state. 


Thus, every outlay of $1,250 in tax credits, through which schools gain 
equipment worth $25,000, produces a net gain of $23,750, or budget savings of $11,750 
each for the local city or town and the state. 


7. Additional appropriation for Economic Opportunity Areas. 


In addition to designating Economic Opportunity Areas for priority in the 
allocation of state funding for economic and community development and job training, 
the sixth legislative proposal calls for $14.5 million in new state spending in the following 
areas: 


e $3 million each for each of the four federally designated Enhanced Enterprise 
Communities, or Enterprise Communities across the state (a total of $12 million). 


e five grants of $100,000 each for a new or existing organizations in Economic 
Opportunity areas to engage in group purchasing for materials, supplies, technology, 
telecommunications, and insurance (including health and workers compensation). 

8. Allowing Chapter 121A projects to qualify for incentives. 

This is only a technical amendment. There is no fiscal impact on the state. The 
impact is only on Boston or other cities that give up local taxes. Boston currently uses 


121A designation as a payment in lieu of taxes for economic development purposes. 


9. Reimbursing cities and towns for a portion of the property taxes abated. 
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Currently, the money lost to the state through tax credits and deductions tends to 
be significantly less than the revenues lost to the cities and towns through the reduced 
property tax. 


According to the Massachusetts Department of Revenue, property taxes 
represent on average 51.4% of the revenues used by cities and towns to pay for the 
services they provide. Corporate excise taxes on the state level, however, represent 
only 7.3% of the state’s total tax revenues. Thus the impact of reduced property taxes 
is felt more deeply in a local community’s budget than the impact of reduced corporate 
excise taxes on the state’s budget. 


HB2430 addresses these inequities by asking the state to join the city or town as 
a 50-50 partner by reimbursing the community for half of the property taxes it loses 
because of any property tax incentive granted under chapter 19. 


A typical example is given below and shown in the following exhibit. 


In Boston, a firm expanding into the recently established Economic Opportunity 
Area was granted a special tax assessment under chapter 19. This special assessment 
reduces the taxes over a five year period - so the company pays as follows: 


0% in year 1, 25% in year 2, 50% in year 3, 75% in year 4, 
and 100% in year 5. 


The total amount of taxes lost to the city of Boston is nearly $280,000. 


On the other hand, the state will grant this same firm a 5% tax credit on 
approximately $1.2 million in physical improvements - giving up about $58,000. The 
state will grant the company an additional 10% deduction - worth about $11,000 in 
corporate tax savings - on the renovation costs because it is rehabilitating an 
abandoned building. Together these total about $69,000. 


Thus, Boston will give up about $211,000 more than the state in tax revenues to 
support the same company and keep the same jobs. 


While the city and the state will both benefit in the years to come (the state 
through increased payroll and corporate excise taxes and the city from increased 
property taxes), the city bears the greater expense and has the longer payback period. 
This is especially true when tax increment financing is used and the property tax relief 
period can stretch out to as far as 20 years. 


Across the state, cities and towns will forego all or some of their property taxes 
on these projects for between 5 to 20 years. The state, on the other hand, will give up 
its tax credits or deductions only once and will begin to make up the loss almost 
immediately through increased payroll taxes. 


HB2430 more equitably distributes the tax relief incentives granted under chapter 
19 between the state and its cities and towns. It seeks only fairness by asking the state 
to become a 50-50 partner with the local community by reimbursing half of the property 
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taxes lost to a community using a Chapter 19 property tax incentive. In doing so, the 
amendment will make Chapter 19 an even more useful tool to attract and keep jobs in 
the commonwealth. 


EXHIBIT 


A. City Property Tax Incentive Granted: 


Fiscal Year Tax Due Tax Paid Tax 
Foregone 
1997 $108,136 0 (0%) $108,136 
1998 $111,921 $27,980 (25%) $ 83,941 
1999 ie assis) $57,919 (50%) $ 57,919 
2000 $119,892 $89,919 (75%) $ 29,973 
2001 $124,089 $124,089 (100%) 
Totals $579,876 $299,907 


B. State Corporate Excise Tax Incentives Granted: 


Tangible, Amount of Value of Value of Total Value 

Depreciable Investment 5% Tax 10% of Incentives 
Investment Credit Deduction 

Building O11 17.200 $55,860 $11,172 $67.032 
Equipment $ 33,900 $ 1,695 Oo SR) $ 2,034 


Totals S111 561100 


957,555 $11,511} $69,066 


C. Difference Between City and State Incentives: 
Total City Incentive $279,969 


Total State Incentive $ 69,066 
Difference - $210,903 
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APPENDIX A 
Supporting Analysis 


In order to assess the overall potential impact of $50 million worth of tax incentives, 
it was necessary to first look at the impact as if the entire $50 million cap was expended 
on a single incentive. This analysis identified the potential maximum number of jobs which 
could be created through any one incentive, even though it is unlikely that the state or 
cities and town would choose such a course. 


As shown in Figure 3 and discussed in analysis scenarios #1 - #4 below, the 
investment of $50 million in tax incentives (the proposed cap) will produce somewhere 
between 16,667 and 60,000 jobs, depending upon the incentive. A $3,000 tax credit for 
new jobs will create 16,667 jobs; the 1% tax credit for doing business with EOA firms - 
60,000 jobs; relief from the 5% sales tax on construction materials -17,743 construction _ 
jobs along with over 35,000 new permanent jobs depending on the use of the new space; 
and relief from sales taxes in retail stores - 9,850 jobs. These, of course, are maximum 
potential numbers 


Figure 3 


Jobs Created by $50 Million 
Investment in Each Program 


1% Credit 
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Job Creation Scenarios 


What follows are a number of possible scenarios describing the maximum potential 
number of new jobs that could be created through each of the four new tax incentive 
measures if the entire $50 million in incentives were invested in that one area alone, and a 
fifth scenario that describes the number of jobs that could be created if the $50 million in 
incentives were divided equally among all four tax incentives proposals. 


Scenario 1 - a $3,000 tax credit for each new permanent full-time job created for 
residents of Economic Opportunity Areas. 


This tax credit pays off only in response to performance. If no new jobs are 
created, then the private business receives no reward and the Massachusetts Department 
of Revenue gives no tax credit. But when business does create jobs within an Economic 
Opportunity Area for Area residents, it pays off for everyone. The business receives a tax 
credit, the state treasury receives income taxes from the new worker (paying back the cost 
of the tax credit in about a year and a half), and the worker gets a job with its attendant 
experience and livelihood. 


A $50 million investment in creating new jobs at a cost of just $3,000 per 
job would produce 16,667 jobs based upon the average salary of $31,745 for a job in 
Massachusetts in 1997 (adjusted from 1994 level of $29,057 based upon 9.25% inflation 
from January 1994 to January 1997, according to the U.S. Department of Commerce, 
Bureau of Census.) 


Scenario 2 - tax credits for goods and/or services purchased from businesses 
located in Economic Opportunity Areas. 


Most of the EOA businesses and employees benefiting from this credit will be in 
the retail or services sector. 


According to the Massachusetts Census of Retail Trade (US Department of 
Commerce, 1992), the state’s retail sector provides one job, on average, for every 
$101,000 of total sales volume. A 1% tax credit on these sales would cost $1,010. The 
typical retail job pays an estimated $15,164. According to the same sources, the state’s 
services sector provides one job, on average, for every $71,414 of total sales volume. A 
1% tax credit on these sales would cost $714. The typical service job pays an estimated 
LT. 130. 


Every $1,000 of tax credits awarded represents enough service or retail purchases 
to support 1.4 jobs in the services sector or 1.0 jobs in the retail sectors. If purchases are 
evenly split between these two sectors, the average result would be 1.2 jobs supported for 
each $1,000 tax credit. 


At this rate, a $50 million investment in creating business for EOA firms will 
produce 60,000 jobs. This incentive is the most highly leveraged of those proposed, and 
the 60,000 job outcome would only result if the actual sales encouraged by this credit 
reached $5 billion. 
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Scenario 3 - exempting sales tax on construction materials used in Economic 
Opportunity Areas. 


This program not only re-builds the buildings that will house the permanent jobs of 
an expanded economy, it also leverages the direct creation of construction jobs. 
According to U.S. Department of Labor Surveys, of every $140,886 in construction costs 
25% (or $35,222) goes into creation of one year-long construction job and 40% (or 
$56,354) goes toward the purchase of materials. By foregoing the $2,818 in sales taxes 
generated by the sale of those materials, overall construction costs are cut by 2%, a 
significant up-front incentive to increase construction activity. 


At the rate of a $2,818 sales tax credit, a $50 million investment in building 
renovation and construction will produce 17,743 year-round construction jobs. 


Of course, the building or rehabilitation of buildings will also create permanent jobs 
with the number depending on the types of space built or renovated. Typical factory 
usage will result in approximately 35,000 new jobs while typical back office use can 
produce up to 175,000 jobs. 


Scenario 4 - exempting sales tax from retail goods sold in Economic Opportunity 
Areas. 


According to the Massachusetts Census of Retail Trade (U.S. Department of 
Commerce, 1992) every $101,523 of sales volume is associated with one average retail 
sector job. Thus, for each $5,076 in exempted sales tax on that sales volume, one new 
job would be created in a targeted area for a targeted worker. 


At this rate, a $50 million investment in promoting new retail business will produce 
9,850 jobs. 


Scenario 5 - investing the full $50 million in incentives in each of the four tax 
incentives equally. 


A $50 million job creation investment in these four tax credit programs, diversified 
into four equal amounts would produce 26,065 jobs in the Commonwealth all centered in 
areas of greatest need. (See discussion on page 7.) 
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APPENDIX B 


Enhanced Enterprise Community - Progress Report 
and Location of Economic Opportunity Areas in Boston 
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City of Boston 
Enhanced Enterprise Community 


Boston Empowerment Center 
Activities 


November 1, 1995 - December 31, 1996 


Harry Miller Project - Approved loan for a new $3 million industrial cloth 
manufacturing facility. This is the first project funded under the City’s EEC loan 
program. This project will result in the retention of 21 jobs and creation of an 
additional 59 new jobs over the course of five years.. 


New Boston Seafood Distribution Center is the development of a new state of the art 
seafood distribution and processing facility, located in Boston’s Seafood District. 
This $7 million project will retain 103 jobs and create 31 new jobs over the course of 
18 months. This project is the 2 project funded under the City’s EEC loan program. 


JP Center completion of a 10.5 million dollar project which will consist of the new 
construction of a supermarket and neighborhood health center. Project will create 


100 new jobs, 50,000 square feet of retail space and 20,000 square feet of medical and 
office space. 


Egleston Center construction of 7,000 square feet of neighborhood commercial center 
in a former MBTA station Jamaica Plain. The project will create approximately 60 
new jobs when all the space is leased. 


World Trade Center Hotel and Parking Garage Construction is a 413 room hotel and 
1100 car garage. This project is expected to create 285 full time jobs. 


Grand China Project, the Boston Empowerment staff facilitated a loan with the Fleet 
Bank and Bank Boston to assist with the development of a 1,000 seat 
restaurant/facility in the Chi..atown district of the Enhanced Enterprise Community. 
The project created 140 new jobs. 


Prime Poultry chicken wholesaler doing business in the New Market meat district - 
facilitated a $ 4 million dollar line of credit to keep business in the Enhanced 
Enterprise Community thus retaining 60 jobs. 


Liana’s Hair Salon - approved a $15,000 loan through the BLDC to assist with the 


build out of the business in the Dudley Square neighborhood. Business will create 5 
new jobs. . 
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¢ Royal Fire Door Company - Boston Local Development Corporation (BLDC) loan 
enables company to expand its operation in the South End of Boston allowing the 


company to remain in the Enhanced Enterprise Community and retain 6 while 
creating 10 new jobs 


e Lord Jeff Meat Company - BLDC Loan approval enables minority company to 


purchase building thus allowing the company to remain in the Enhanced Enterprise 
Community and retain 5 jobs and create 5 new jobs. 


e Barias Electronic Co. - BLDC Loan assisted small Hispanic electronic sales/repair 


retail outlet on Dudley Street to expand its operation retaining 4 jobs while creating 2 
new jobs. | 7 


e Linohans Restaurant - BLDC loan allows South Boston restaurant to refurbish facility 
and retain 15 neighborhood jobs. 


e McDonald’s - Mr. James Roberts local minority Entrepreneur opens third restaurant 
bringing his total number of employees to over 70. 


e Dunkin Donuts - Mr. Clayton Turnbull, local minority entrepreneur and zone 
resident, recently approved to open his 5" donut shop in the South End of Boston 
e Boston Empowerment Center provides Technical Assistance to over 40 small 


businesses allowing companies to stabilize and remain in business over the course of 
the past 12 month period. | 


e Boston Empowerment Center serviced over 4,000 client visits over the course of 
1996. 

e Deputy Director of Human Service was responsible for the disbursement of over 
$600,000 in training vouchers, identifying over 500 eligible EEC residents to 
participate in training programs ranging from English as a second language, Job 
readiness, High School Equivalency, computer training and a variety of training 
programs in health related fields. 


e On Septeii:’.-. 23", Boston received a $750,000 grant fronts HUD through its Early 
Childhood Development Program. With the funds, on November 15" Boston Mayor 
Tom Menino announced the establishment of CRITICAL LINK, a child care 
initiative targeting families of three public housing developments within the City’s 
EEC. Goals of the new program include 1) Underwrite 120 new daycare slots; 2) 
Create of a child care referral and support network; 3) Coordinate job training and 
placement for 120 residents; and 4) Establish of a new child care center at Franklin 
Field to serve families of the three developments. 


As a direct or indirect result of the Enhanced Enterprise efforts, the Boston 
Empowerment Center has created/retained approximately 751 jobs. 
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# of Jobs created 412 - World Trade Center 285 = 697 


# of jobs retained 54 


In addition to the financial assistance the BEC was responsible for providing technical 


assistance to over forty self employed entrepreneurs that also retained approximately 40 
jobs. 


Small Business Administration - processed 62 loans in the Enhanced Enterprise 
Community totaling $7,399,356 


The staff conducted tours of the Boston Empowerment Center for the following cities; 


Atlanta, Georgia 
Philadelphia, Pennsylvania 
Chicago, Illinois 

Seattle, Washington 
Fairbanks, Alaska 
Tacoma, Washington 
Dallas/Fort Worth, Texas 
Gadantz, Poland 
Edinborough, Scotland 
London, England 

Dublin, Ireland 

Oakland, California 

San Francisco, California 
Providence, Rhode Island 
Buenos Aries, Argentina 
Cambridge, Mass 

Lynn, Mass 

Quincy, Mass. 

Norwood, Mass. . 
Lowell, Mass. 

22. “¢7e Mass. 
oroesKion, Mass. 
Burlington, Vermont 
Springfield, Mass. 

New Haven Conn. 
Manchester, New Hampshire 


And in addition to the tours of the center, over 270 gatherings of Business and 


professional groups have utilized the Boston Empowerment Center’s conference rooms 
for meetings, seminars as well as events. 
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